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Effective 9:00 p.m. Athens time, April 9, Greece elimi- 
nated all multiple currency practices and adjusted the 
official exchange rate from 15,000 drachmas per 
U.S. dollar to 30,000 drachmas per U.S. dollar. 


The Government of Greece consulted the International 
Monetary Fund on the unification of its exchange system, 
and the Fund welcomed and concurred in the action pro- 
posed by the Greek Government to unify its exchange 
system by the elimination of its multiple currency prac- 
tices and adjustment of the Greek official exchange rate. 


Through the previous devaluation of the Greek cur- 
rency in September 1949, when the exchange rate was 
adjusted from 10,000 to 15,000 drachmas per U.S. dollar, 
the exchange system was, to a considerable extent, uni- 
fied. This unification was, however, short-lived. The 
absence of preparatory stabilization measures and the 
continuing inflation soon left the drachma once more 
grossly overvalued in relation to leading currencies. To 
counteract the immediate effects of this overvaluation, 
the Government had again to resort to a variety of 
multiple currency practices, which resulted in a very com- 
plicated exchange system. 


In the fall of 1952, however, the anti-inflationary meas- 


At the fifteenth session of the Economic and Social 
Council on April 13, Mr. Rooth, Managing Director of 
the Fund, commented on the role of the Fund in the pres- 
ent world economic situation. 

“In attempting to define the role of the Fund during the 
next few years,” he said, “we naturally look back at the 
Bretton Woods Conference, and the extensive negotiations 
that preceded it. And we ask ourselves how the basic 
concepts in the minds of the founders of the Fund have 
stood the test of postwar history. This question has been 
widely discussed in recent years. The founding fathers 
of the Fund knew well that the postwar world would be 
full of difficulties and that it would have been naive to 
attempt at that time to outline even the most tentative 
timetable for the successive stages of postwar recovery. 
It was not by accident that the presumed length of the 
‘transitional period’ is nowhere formally defined in our 
Articles of Agreement. The task was to establish an 
institution sufficiently flexible to permit, as circumstances 
changed, appropriate adjustments in its policies and 
practices. 
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ures persistently pursued since late 1951 (see this News 
Survey, Vol. V, p. 311) made possible a considerable 
simplification of the exchange system. Export subsidies 
resulting from compensation import rights granted to 
exporters for a specified part (from 10 to 80 per cent) 
of the export value were practically abolished. Instead, 
exporters were granted direct subsidies calculated on the 
exchange value of exported goods, financed by taxes im- 
posed on imports. Despite this simplification, there were 
large deviations from the official exchange rate, the 
import taxes and export subsidies ranging up to 200 per 
cent of the exchange value. Furthermore, even at these 
effective exchange rates, importers’ excessive profits were 
probably not completely taxed away and exports could 
not expand. 

The Fund has noted that the unification of the Greek 
exchange system, announced on April 9, has been made 
possible by the determination of the Greek Government 
to achieve monetary stability through the pursuance of 
an internal stabilization program. The Fund has con- 
sidered that these policies should contribute to the fur- 
ther development of the Greek economy, but it has at the 
same time emphasized the importance of continuing firm 
anti-inflationary measures. 





at ECOSOC 


“In an imaginary ‘normal’ world, with more or less 
regular cycles in the volume and value of world trade, 
there would from time to time be temporary pressures 
on the balances of payments of successive groups of 
countries. These pressures could then be relieved by 
drawing upon the accumulated common reserves of the 
Fund. In 1946 no one could predict when such a ‘normal’ 
world might emerge. No one at that time, however, 
suggested that the Fund should passively await this far- 
distant event. On the contrary, the decision was made 
that within the limits of its powers the Fund should play a 
part in helping world recovery, and make its resources 
available to members under conditions still far removed 
from those of a theoretical ‘normal’ world. 

“Many of the founders of the Fund were, no doubt, 
strongly influenced by their memories of the interwar 
period, and none could foresee the political and economic 
consequences of the profound divisions that have so much 
troubled the postwar world. Some of them assumed that 
the most serious risk against which insurance was needed 
was a world-wide depression. Instead of depression, 
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however, inflation has been the disorder to which the 
world in which the Fund has had to operate, and is still 
operating, has been much more susceptible. Postwar 
balance of payments difficulties cannot be understood 
except in relation to the continuous impact of inflationary 
pressures. We shall not forget the risks of a recession, 
but the fight against inflation remains our main imme- 
diate concern. 

“This postwar disease has inflated the magnitude, meas- 
ured in money terms, of all the important economic var- 
iables. This in part explains why the figures commonly 
used to measure the disequilibrium in postwar balances 
of payments often seem so large. Despite the large 
credits extended to the United Kingdom by the United 
States and Canada in 1946, it was evident by 1947 that 
the volume of financial resources then available for post- 
war recovery was inadequate. The Marshall Aid Plan 
was a bold and generous attempt to solve the problem. 
It gave grounds for the hope that steps could be taken 
to strengthen the foundations of a new world economy 
in the breathing spell thus afforded to its beneficiaries. 


“The announcement of this program made it necessary 
to reconsider Fund policy in regard to access to its re- 
sources. In April 1948, it was decided that members 
participating in the program should request the purchase 
of U.S. dollars from the Fund only in exceptional and 
unforeseen circumstances. It was felt to be important 
that ‘members should not impair the capacity of the Fund 
to serve [them] or impair their ability to secure help 
from the Fund after the transition period’. 


“Up to April 1948, the Fund had effected exchange 
transactions with ten of its members totaling the equiva- 
lent of US$606 million. Subsequently, the volume of 
transactions was substantially reduced. As the period of 
extraordinary aid from the United States drew near to its 
close, the Fund was naturally expected again to play a 
more active part. 

“We have now for some time been engaged in working 
out procedures designed to facilitate a more extensive 
use of the Fund’s resources by its members as a secondary 
line of reserves. A revised scale of charges was adopted 
in November 1951, which had the effect of increasing 
the cost to a member of extended continuous use of the 
Fund’s resources, but of making use for short periods 
less expensive. In February 1952 a decision was an- 
nounced which was intended to safeguard the revolving 
character of the Fund’s resources, and at the same time 
to facilitate their use by members in accordance with the 
purposes of the Fund. The general rule was laid down 
that repayments should be made within a period not ex- 
ceeding three to five years. We also contemplate trans- 
actions to deal with short-run situations with repayment 
within a period not exceeding 18 months. If unforeseen 
circumstances beyond a member’s control make it unrea- 
sonable to repay within the prescribed period, the Fund 
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will consider an extension of time. 

“In making its resources available, the Fund is guided 
in the main by its judgment whether the member’s prob- 
lem is of a temporary nature. It also takes into account 
other aspects of the member’s creditworthiness, particu- 
larly its past record with the Fund. A member will 
receive ‘the overwhelming benefit of any doubt’ in con- 
nection with drawings within the so-called ‘gold tranche’, 
ie., drawings corresponding to the gold payment that a 
member joining the Fund has to make. 

“A further step was taken in June 1952 in response to a 
request from Belgium for a stand-by arrangement. The 
procedure then adopted was generalized in October. For 
a member country which expects to run into temporary 
balance of payments difficulties, an account may be estab- 
lished on a stand-by basis upon which the member can 
draw in case of need. Under present arrangements these 
accounts will be established for six months, with the pos- 
sibility of renewal. 

“Proposals have sometimes been made for a revision 
of some of the Fund’s Articles of Agreement. These 
Articles should not be regarded as unalterable. But they 
were not hastily drafted. Nor are they nearly so rigid 
as critics have sometimes implied. The provision per- 
mitting the Fund to waive conditions prescribed for 
normal use of its resources was presumably inserted in 
the Agreement with the intention that it should sometimes 
be used—though, of course, the exception should not be 
allowed to become the rule. Without any undue straining 
of the meaning or intention of the Agreement, interpre- 
tations have been found possible which permit a reason- 
able degree of flexibility of practice. There is probably 
little that it would be sensible for the Fund to do which 
its present constitution prevents it from doing. 

“For more than a year the Fund has now been able, by 
putting members in touch with one another, to facilitate 
their purchases and sales of gold. Increasing use is 
being made of this service; each partner to a transaction 
is charged 1/32 of one per cent in dollars. 

“The Fund, which in the calendar year 1950 had sold 
no currency to its members, sold $34.6 million to two 
members in 1951, and $85.1 million to six members in 
1952; so far in the early months of 1953, there have been 
purchases by two members, amounting to $20.7 million. 
In addition, drawings up to $53 million can also be made 
under stand-by arrangements concluded in 1952. Re- 
purchases by members in 1952 amounted to $112 million, 
and in the early months of 1953 to $24.2 million. Since 
the beginning of its operations, the Fund has sold 
$917.8 million of foreign exchange to 22 members. Of 
this amount, $204.6 million has been repaid to the Fund. 


“Some time must necessarily elapse before members 


become accustomed to our new procedures, and the pro- 
cedures can no doubt be further improved. There are, 


of course, some members who would have no occasion to 
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draw upon the Fund, at least at present. For most 
Western European countries, the EPU provides a supple- 
mentary line of reserves. We believe, however, that 
members will find it in their own interest to cooperate 
with us in extending the range within which the Fund 
can strengthen their reserve positions. We are always 
ready to discuss unofficially with members the situations 
which from time to time may justify stand-by arrange- 
ments or the purchase of dollars or other currencies from 
the Fund. When more effective stabilization measures 
are in contemplation, we believe that there will be in- 
creased demands for access to the Fund’s resources. 


“The regular consultations on the retention of ex- 
change controls initiated last year have, we believe, given 
members a better understanding of the Fund’s attitude. 
These consultations have to be continued year by year, 
but the helpful cooperation of members in providing 
information and exchanging views in 1952 will make it 
possible to simplify the procedure in subsequent years. 
During 1952 Fund representatives have visited 16 mem- 
ber countries, and to several members we have been able 
to give technical advice. It is our intention to extend 
this mutually beneficial collaboration. 


“Our trainee program has been another helpful instru- 
ment of technical assistance, and will no doubt also 
improve the understanding between the Fund and its 
members. So far we have had 48 trainees from 33 mem- 
ber countries. Fifteen more will come in May. On a 
somewhat different plane, we are happy to find that our 
Fund publications, the International Financial Statistics 
and the Balance of Payments Yearbooks are performing a 
useful function in making widely available important 
statistical information not readily accessible elsewhere. 


“Whether in the long run the present resources of the 
Fund will be adequate to satisfy all the calls that we 
should like to meet is a question that has been widely 
discussed. The answer depends in part on the view taken 
of the adequacy of the other reserve resources of Fund 
members, and on the measures that they themselves take 
to restore balance in their economies. There will be an 
opportunity for further discussion of this question when 
the report on the Adequacy of Monetary Reserves which 
was requested from the Fund last July is submitted to 
the next meeting of ECOSOC. The answer also depends 
in part on the extent to which transactions in currencies 
other than the U.S. dollar become attractive to members. 
Our currently available resources are in any event cer- 
tainly large enough for significant extensions of our 
activities. 

“Our best efforts will, however, be frustrated if Fund 
members do not realize the responsibility that rests upon 
all of them to adopt and to maintain domestic policies 
that will diminish the risks of serious disturbances in 
their international economic relations. It might seem 
tedious again to reiterate our frequently repeated warn- 
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ings against inflation. Most governments also are, at 
least in principle, against inflation, and we welcome the 
return of many countries in the last year or two to more 
cautious and sober budgetary and monetary policies. It 
would, however, be imprudent to assume that the risks 
of inflation can now be neglected. It is relevant to recall 
that most of the countries that have followed the firmest 
line in this connection can, as a consequence of their 
firmness, already show substantial tangible improvements 
in both their internal and their external balances. 


“However, even if inflation were everywhere under con- 
trol, this alone would not ensure the automatic emergence 
of a properly balanced pattern of world trade. Since the 
end of the war there have been many far-reaching adjust- 
ments in world trade, and the necessity for such changes 
will always be with us. For example, most steps in the 
development of the productive capacities of the so-called 
underdeveloped countries, to which nowadays so much 
importance is rightly attached, also imply radical shifts 
in the customary flow of imports and exports. An in- 
creased willingness on the part of the major importing 
countries to liberalize their commercial policies is an 
essential condition for the smooth implementation of 
these adjustments. There is little encouragement to 
explore the possibilities of new markets in these coun- 
tries, if even a modest increase in their imports enables 
domestic producers to secure protection. The adjustments 
would also be a good deal easier if the disturbing effects 
of too rapid changes in official purchasing policies were 
better appreciated, and if there were a more adequate flow 
of international capital. The Fund welcomes the evidence 
afforded by such documents as the Paley and the Bell 
Reports, and the growing realization in the United States 
that simplified customs procedures and a less restrictive 
U.S. tariff policy would be in the interests not only of 
other countries, but equally of the United States, as an 
exporter, an importer, and a large international creditor. 

“In our efforts to establish a stable international eco- 
nomic order, it should never be assumed that nothing 
can be done in one field until the appropriate measures 
elsewhere have been completed. Final solutions are never 
to be expected. The most that we can reasonably hope 
for is some degree of progress simultaneously on a num- 
ber of fronts and in a number of countries. No single 
device alone will solve the whole of the world’s payments 
problem. But that fact makes it more urgent to press 
for some action in each of the fields of policy where some 
contribution can be made to its solution. 

“We are, moreover, all aware of the complex problems 
created by the wide divergences between standards of 
living in different parts of the world. Most of these 
problems must find their solution in fields outside the 
Fund’s sphere of responsibility. The decisions of our 
members in respect to development policies are, however, 
also of interest to us, and we are anxious to cooperate 





320 


with them in order to ensure as satisfactory results as 
possible. During the past year we have been able to 
undertake technical discussions of many of the issues 
involved with several member countries, including Brazil 
and India, and we hope to extend these contacts in the 
coming years. Mr. Black, the President of the Inter- 
national Bank for Reconstruction and Development, 
pointed out some time ago that development was not some- 
thing that could be purchased like a commodity if only 
enough money was made available. It requires, he said, 
both an expansion of organizational skills and other 
human capacities, which cannot be completed hastily, and 
the adoption of economic and financial policies that 
encourage the growth of production and of markets. It 
is satisfactory to note the increasing recognition in many 
countries of these basic principles. 


“Now that we are looking forward to a period of 
increasing Fund activity, it should always be remembered 
that the Fund is not something that stands apart and 
distinct from its members. The Fund is essentially a 
cooperative enterprise. A Fund decision is a decision by 
its members. One of the declared purposes of the Fund 
is ‘to promote international monetary cooperation through 
a permanent institution which provides the machinery 
for consultation and collaboration on international mone- 
tary problems’. As more systematic use is made of the 
machinery created for this purpose, we may with confi- 
dence anticipate increased activity by the Fund and the 
wider and more resolute practice by its members of such 
policies, monetary, fiscal, and commercial, as will ‘facili- 
tate the expansion and balanced growth of international 
trade’. Thus the foundations for a stable world economy 
will be strengthened.” 


International Wheat Agreement 


The International Wheat Council on April 9 decided 
by a substantial majority to recommend to member 
Governments that the International Wheat Agreement, 
which was due to expire on July 31 of this year, be 
extended for a further three-year period at a new price 
range of US$2.05 maximum and US$1.55 minimum to 
replace the present range of $1.80 maximum and $1.20 
minimum. The U.K. delegate informed the Council, 
however, that while his Government desired a renewal of 
the Agreement it was not prepared to accept a maximum 
price above $2.00. Details with regard to the guaranteed 
imports and exports that would apply under the new 
Agreement have not yet been decided. 


The Agreement was signed by the representatives of 
eighteen Governments on April 13, and remains open for 
signature until April 27. The Agreement will go into 
effect if accepted by countries accounting for not less than 
50 per cent of both the guaranteed sales and purchases. 
The delegates who signed on April 13 represent 87 per 
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cent on the exporters’ and 38 per cent on the importers’ 

side. 

Sources: International Wheat Council, Press Release, 
Washington, D. C., April 9, 1953; The Journal 
of Commerce, New York, N. Y., April 14, 1953. 


Europe 
United Kingdom Government Finance 


The U.K. budget estimates presented last year contem- 
plated a small over-all surplus of £5 million in 1952-53 
and a large “above the line” surplus of £511 million 
covering net capital outlays of almost equal magnitude. 
The final figures for revenue and expenditure for the year 
show, however, an over-all deficit of £436 million, com- 
pared with one of £150 million in 1951-52. The sharp 
deterioration in 1952-53, compared with the original 
estimates, is due to ordinary revenue being nearly 
£225 million lower than expected, and ordinary expendi- 
ture being £200 million higher. The “above the line” 
surplus therefore amounted to only £88 million, and was 
quite inadequate to meet net “below the line” expenditure 
of £524 million. 

This was the first time since the end of the war that 
revenue has failed to exceed official estimates. The fail- 
ure appears to have been largely due to the unexpected 
severity of the disinflationary pressures imposed by the 
new monetary policy. 

Source: The Financial Times, London, England, April 1, 
1953. 


Economic Activity in Belgium 


Economic activity in Belgium has been declining in 
the past few months, and there are indications of over- 
production in several industrial sectors. As about 40 per 
cent of total production is exported, the decline of about 
5 per cent in exports since the beginning of the year is 
viewed with concern. 

The Government is facing dfficulties in balancing its 
budget, since the principal revenues have remained below 
the estimated amounts and an extra Bfr 1.4 billion has 
to be found to cover flood damage. A proposal to raise 
the income tax by 5 per cent having met with widespread 
opposition, the Government has set up an economy com- 
mission whose task is to attempt to reduce the expendi- 
tures of the various government departments by 5 per 
cent. The Bfr 24 billion budget of the Defense Ministry 
will be reduced by 3 billion. 

A new element has been introduced with the fall of the 
retail price index to 411 in March (1936-38 == 100). 
The collective agreement provides that when the index 
drops below 410 salaries and wages of government em- 
ployees will be cut by 24% per cent; this salary reduction 
would yield a saving of Bfr 360 million to the Treasury. 
If the index stays under 410 for two consecutive months, 
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wages in the coal, iron, and steel industries would also 
be reduced, which would have a favorable influence on 
export prices. Trade unions, however, are not looking 
with favor on such a downward adjustment of wages, and 
they contend that the retail price index does not give a 
true picture of actual living costs. 

Source: Aneta News Bulletin, New York, N.Y., March 31, 
1953. 


Norwegian Cod Fisheries 


The Lofoten fisheries, Norway’s most important sea- 
sonal cod fisheries, which started operations in the middle 
of February, have been beset by bad weather, which has 
kept the fleet of some 5,000 purse-seiners, drift-netters, 
and hand-liners inactive for days on end. Last year the 
Lofoten catch was 86,000 tons; so far this year it has 
been about 32,000 tons, and even though prospects have 
recently improved somewhat, there is no chance that the 
total for the season will reach 50,000 tons, the minimum 
catch needed to cover expenditures. It is estimated that 
every idle day costs the Lofoten fishermen about 
NKr 2.5 million. 

In other parts of northern Norway also, stormy weather 
has kept the fishermen ashore. From January 1 to 
March 21, the cod catch for the whole country totaled 
42,346 tons, against 84,836 tons in the comparable period 
last year. 

The failure of the Lofoten fisheries will seriously affect 
the export of klipfish, for which the Lofoten fisheries are 
the main source of supply. In 1952 exports of klipfish 
accounted for one third of Norway’s total exports of 
fish and fish products. Already a number of fish process- 
ing and drying plants have had to shut down or reduce 
operations because of lack of raw materials. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 1, 1953; Royal Norwegian Infor- 
mation Service, News of Norway, Washington, 


D. C., April 2, 1953. 
German Indemnity to Israel 


The Government of Western Germany began to imple- 
ment the indemnity agreement with Israel (see this News 
Survey, Vol. V, p. 97) by remitting on March 24 the first 
£5 million to the British Shell Company for fuel deliveries 
to Israel. It is understood that payment was made out 
of Germany’s account with EPU. It is reported that this 
system of payment will be adhered to until the end of 
March 1954, and might be continued. The first deliv- 
eries of German-made goods are expected to arrive in 
Israel by July 1953. 

Source: The Financial Times, London, England, March 28, 
1953. 


Price Reductions in U.S.S.R. 


On March 31 the U.S.S.R. Government announced re- 
ductions of from 5 to 50 per cent in the prices of more 
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than 100 categories of consumers’ goods, including such 
important items as potatoes, fresh fruit and vegetables, 
bread, flour, meat, fats, sugar, tea, cigarettes, alcoholic 
beverages, textiles, clothing, and footwear. The reduc- 
tions in the prices of potatoes and of fresh fruits and 
vegetables sold in state cooperative stores amounted to 
50 per cent; the price of tea was cut by 20 per cent, and 
of vodka by 11 per cent. This is the latest in a series 
of annual price reductions which have taken place in the 
U.S.S.R. since 1947. 

Source: New York Herald Tribune, Paris, France, 

April 1, 1953. 


Middle East 


Middle East Crude Oil Export Prices 


The Anglo-Iranian Oil Company has announced that 
the export price for Kuwait crude oil f.o.b. Mena el 
Ahmadi has been posted at US$1.50 per barrel for 
gravity 31-31.9 degrees API (American Petroleum In- 
stitute) effective April 1, 1953. The new export price 
showed a cut of $0.15 per barrel. The company’s prac- 
tice hitherto has been to sell Kuwait crude oil at the 
price adjusted to the level of postings for other Persian 
Gulf crude oils by reference solely to the conventional 
gravity scale of two cents per barrel per degree API. 
The Kuwait posted price now established reflects, how- 
ever, a further adjustment in recognition of the fact that 
as between crude oils of different origin, differing in 
gravity to any material degree, the conventional adjust- 
ment does not necessarily preserve the true parity. Recog- 
nition of this fact has already been given in postings in 
other areas—notably for Venezuelan crude oils. It does 
not reflect competitive considerations. The company has 
also announced that its export prices of Iraqi crude oil 
are currently as follows: Persian Gulf—f.o.b. Fao, $1.75 
per barrel for gravity 36-36.90 degrees API; Eastern 
Mediterranean—f.o.b. Tripoli or Banais, $2.29 per barrel 
for gravity 36-36.90 degrees API. 

It is believed that Kuwait crude oil can now be de- 
livered to the Atlantic seaboard of the entire Western 
Hemisphere at prices lower than Venezuelan and West 
Texas crude of comparable gravity. It is estimated that 
Kuwait crude oil can be delivered to New York at about 
$2.78 per barrel, as against $2.91 for West Texas crude 
and about $2.90 for Venezuelan (Oficina) crude. 
Sources: The Financial Times, London, England, April 2, 

1953; The Journal of Commerce, New York, 
N. Y., April 7, 1953. 


Oil Production in Egypt 


In accordance with the new Mines and Quarries Law 
recently enacted in Egypt (see this News Survey, Vol. V, 
p. 280), the Ministry of Commerce and Industry has 
granted the right of petroleum exploitation in the Wadi 


322 


Ferran region in the Sinai Peninsula to the Egyptian 
Cooperative Petroleum Society. This area was relin- 
quished by the Standard Oil Company over a year ago. 
The company has agreed to employ all unemployed oil 
workers in the region and to pay to the Government 
221% per cent in royalties. 

Source: Al Ahram, Cairo, Egypt, April 2, 1953. 


Foreign Ownership of Property in Jordan 

A new law has been promulgated forbidding foreigners 
from owning immovable property in Jordan, except by 
special permission of the Cabinet, and on condition that 
the property be situated within municipal areas. For- 
eigners will also require Cabinet permission to lease 
immovable properties for periods of more than three 
years. 
Source: The Iraq Times, Baghdad, Iraq, February 28, 

1953. 


Financial Experts to Study Iraqi Fiscal System 

Iraq’s Minister of Finance has announced that the 
Government will request a specialist on tariffs, a special- 
ist on taxes and other duties, and a general financial 
expert to study Iraq’s fiscal system and report on ways 
and means of reforming the system, with a view to 
securing sufficient funds for the Treasury and reducing 
the tax burden on the poor. The Minister told the House 
of Representatives that the Government’s current ex- 
penditure has to be met by current revenues and not 
by relying on oil receipts, which should be spent solely 
on capital investment. To achieve that goal, an over- 
all study of Iraq’s fiscal system and its relations with, 
and effects on, the economy must be made. 


Source: Al-Zaman, Baghdad, Iraq, March 13, 1953. 


Far East 

Indian Taxation Enquiry Commission 

The terms of reference of the Taxation Enquiry Com- 
mission, the appointment of which had been announced 
by the Indian Finance Minister in his budget speech, 
were published on April 1. The Commission will (1) ex- 
amine the incidence of Central, State, and local taxation 
on various classes of the people and on different States; 
(2) examine the suitability of the present system of tax- 
ation—Central, State, and local—with reference to India’s 
development program and the resources required for it, 
and the objective of reducing inequalities of income and 
wealth; (3) examine the effects of the structure and level 
of income taxation on capital formation and the mainte- 
nance and development of productive enterprise; (4) ex- 
amine the use of taxation as a fiscal instrument in dealing 
with inflationary or deflationary situations; (5) consider 
other relevant matters; and (6) make recommendations, 
in particular with regard to modifications required in the 
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present system of taxation and fresh avenues of taxation. 
There have been far-reaching changes in India’s 

political and economic position and the picture of India’s 

public finances today is very different from that in 1925, 

the date of the last enquiry into taxation conducted by 

the Indian Taxation Enquiry Committee. 

Source: Embassy of India, Jndiagram, Washington, D. C., 

April 2, 1953. 


Prices and Money Supply in Taiwan 


During January 1953, there was a further upward 
movement in commodity prices in Taipei, with the rice 
price, which the Food Bureau had kept stabilized in the 
previous month by extensive distribution of its rice 
stocks, taking the lead and rising by about 10 per cent. 
Although rice sales by the Food Bureau continued with- 
out interruption, prices in producing centers kept on 
rising, thereby reducing the flow of supplies into the 
Taipei market. It is reported that, in anticipation of 
more favorable prices, the farmers have not been anxious 
to sell their surplus crop. Prices of other foodstuffs 
also registered advances, as buying was speeded up with 
the coming of the Lunar New Year. Other items for 
household use with advancing prices in January were 
charcoal, which rose by 8 per cent, and electricity, which 
rose by 32 per cent. 

According to the Provincial Bureau of Accounting and 
Statistics, the general wholesale price index in January 
was 558, compared with 544 last December (June 15, 
1949 = 100). The cost of living index for government 
workers in Taipei rose from 422 in December to 456 in 
January. 

The note issue at the end of December 1952 was 
NT$705 million, an increase of 50 per cent for the year. 
The volume of bank deposits also increased, by 64 per 
cent during the year, to NT$2,097 million. 

Sources: Provincial Government of Taiwan, Bureau of 
Accounting and Statistics, Taiwan Monthly of 
Commodity-Price Statistics, January 1953, and 
Bank of China, Monthly Economic Review, 
February 1953, Taipei, Taiwan. 


Japanese Steel Industry in Thailand 


The Thai Government has been approached by six of 
the largest Japanese steel companies with a view to the 
construction of a steel plant in Thailand. A plan for 
joint Thai-Japanese mining and smelting of iron ore 
deposits in Thailand, with the Thai Government holding 
51 per cent of the shares, has already been approved in 
principle by the Thai Government (see also this News 
Survey, Vol. V, p. 289). The joint organization also 
intends to seek concessions for all of Thailand’s iron ore 
deposits to make sure that there is sufficient ore to keep 
the steel plant in operation for more than 25 years. 


Source: Far East Trader, New York, N. Y., April 8, 1953. 
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United States and Canada 


Consumer Credit in the United States 


Since the removal of controls over U.S. consumer 
credit in May 1952, it has expanded more rapidly than 
ever before. Many conflicting opinions have been ex- 
pressed concerning the economic implications of this 
swift growth, ranging from alarm and apprehension to 
complacency or approval. Widespread use of consumer 
credit has contributed greatly to U.S. living standards, 
but, if used to excess, it could produce harmful economic 
effects by accentuating cyclical swings in consumer spend- 
ing and in the production of consumer goods. 

There are no absolute standards by which the burden 
of consumer credit can be measured. So long as con- 
sumer incomes are high enough to service the credit out- 
standing, its volume is probably not excessive. The 
9 per cent ratio of outstanding credit to disposable per- 
sonal income in 1952 was slightly lower than in 1940 
(9.7 per cent), when consumers seemed able to meet 
their debt service without undue difficulty. In 1952, 
however, consumer credit rose more than twice as fast 
as disposable income, so that the ratio of debt to income 
rose substantially during the year. If this movement 
continues, the ratio for 1953 may be higher than in any 
previous year. 

Consumer credit appears to be less susceptible to gen- 
eral credit restraints than other types. Moderate changes 
in the cost of credit have little effect on the consumer, 
because the burden of higher interest costs may be 
diffused by lengthening amortization periods. In order 
to help sustain economic stability, some restraint in 
expanding consumer credit should accompany the current 
policy of restraining general credit expansion. 

Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N. Y., April 1953. 


Canadian Trade in 1953 


Canadian exports during January and February 1953 
totaled $601 million, a decline of $41 million from the 
level reached in the equivalent period of 1952. Imports, 
on the other hand, were $643 million, or $54 million 
higher. This is the first time since mid-1951 that Canada 
has incurred a trade deficit in two consecutive months. 
Exports to the United States rose by $8 million, but im- 
ports increased by $53 million and the deficit with the 
United States rose by $45 million, to $125 million. 
Exports to the United Kingdom fell by $3 million and 
imports rose by $12 million, thus reducing the surplus 
by $15 million, to $28 million. (All figures are in Cana- 
dian dollars.) 


Source: The Gazette, Montreal, Canada, April 8, 1953. 


Latin America 


Sale of Cuban Sugar 


The sale of 1,000,000 tons of Cuban raw sugar to the 
United Kingdom has been reported in Havana. Of this 
total, 600,000 tons were sold at 2.75 cents per pound 
f.a.s. Cuba, for shipment during the current year, and 
400,000 tons for delivery in 1954 at 3.08 cents per pound. 
The current world price is 3.50 cents per pound f.a.s. 
Cuba. 

The 3.08 cents price set for the 400,000 tons to be 
taken by the United Kingdom during the coming year 
is the price at which Cuba’s segregated reserve from the 
1952 record crop was financed by the National Bank of 
Cuba. Hence, it is assumed that this quantity will be 
taken from the segregated stock, which had been reduced 
to 1,400,000 tons by releasing 350,000 tons for sale to 
the United States this year. 

Source: The Journal of Commerce, New York, N. Y., 
April 14, 1953. 


Exchange Regulations in Nicaragua 


The regulation requiring a prior deposit covering 
100 per cent of the value in cérdobas of all merchandise 
to be imported into Nicaragua—without which it was 
not possible to obtain an import license—has been modi- 
fied by Decree No. 8 of February 16, 1953. The regu- 
lation will in future be waived in respect of imports 
of cultivators, fumigators, harrows, insecticides, manures 
and fertilizers, livestock and poultry for breeding pur- 
poses, machinery (except vehicles) for public power and 
water companies, ploughs, seeds, seed drills, and tractors. 

The decree is believed to be a first step toward the 
relaxation of import restrictions. Other similar measures 
are expected to follow, provided Nicaragua’s balance of 
payments position continues to improve. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, March 21, 1953. 


Emergency Trade, Exchange, and Tax Measures in Ecuador 

The Ecuadoran Government has undertaken a relief 
program, including certain trade, exchange, and tax 
measures, to cope with the emergency created by the 
interruption of land traffic between the coastal and the 
mountain regions of the country which was caused by 
unusually heavy rains that seriously damaged the rail- 
roads and the highways. These regions are closely inter- 
dependent, the mountain region supplying meat and 
other foodstuffs, while gasoline and imported goods come 
from the coast. 

A Relief Commission has been charged with the 
responsibility of organizing and coordinating repair 
works on highways and railroads, and air transport be- 
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tween Quito, Guayaquil, and other isolated cities. Units 
of the Army and Air Force, as well as citizens’ organiza- 
tions and private airline companies, are assisting in these 
relief works. 

A decree of March 24 authorized the free importation 
of the following foodstuffs and fuels, provided they reach 
Ecuadoran ports not later than May 15, 1953: fresh or 
refrigerated meats, eggs, beans, peas, potatoes, onions, 
corn, salt, kerosene (when imported through the southern 
provinces from Peru), and gasoline (when imported 
through the northern provinces from Colombia). These 
imports have been exempted from customs duties and all 
other additional import taxes except consular fees. They 
have also been exempted from payment of any exchange 
surcharge. 

Another decree has exempted the production, trans- 
portation, and consumption of gasoline and petroleum 
products from any national, local, or municipal tax or 
excise, and subjected the distribution of gasoline in Quito 
to rationing, under the control of the National Office of 
Subsistence. 

Sources: El Comercio, Quito, Ecuador, March 25 and 26, 
1953. 


Export Restrictions in Paraguay 


The Central Bank of Paraguay has decided to restrict 
exports to Spain, Yugoslavia, and Austria, by subjecting 
exports to these countries to its prior authorization. The 
measure was taken in view of certain payments difficulties 
encountered in trade with the three countries. In 1950, 
Paraguay concluded payments agreements with Yugo- 
slavia and with Spain, whereby settlement of current 
payments was to be made through centralized dollar 
clearing accounts kept by the respective central banks or 
other financial agencies representing the contracting 
governments. Reciprocal credits were provided for 
$500,000 in the agreement with Yugoslavia, and for 
$1,000,000 in the agreement with Spain. Under these 
credit provisions Paraguay had become a persistent 
creditor of both Yugoslavia and Spain, and the Central 
Bank’s order is designed to preclude any further accumu- 
lation of inconvertible “agreement dollars.” 

The difficulties with Austria arose from certain private 
compensation deals which left some inconvertible schilling 
balances in favor of Paraguayan exporters. The Central 
Bank of Paraguay will presumably in future authorize 
exports to Austria only against payments in U.S. dollars. 


Source: El Pais, Asuncién, Paraguay, March 5, 1953. 


Exchange Swaps in Paraguay 

The Central Bank of Paraguay, under Resolution 
No. 241 of February 21, 1953, has instituted a system 
whereby the Central Bank is authorized to enter into 
simultaneous contracts with a holder of foreign exchange 
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for a spot purchase and a sale of future exchange, at 
established rates and for specified periods of time. 

The rate for these transactions has, for the time being, 
been set at 45 guaranies per U.S. dollar. It may be 
revised periodically so as to follow generally the fluctua- 
tions in the controlled free exchange market (where the 
current rate is about 57 guaranies per U.S. dollar). The 
period for these swap transactions is 180 days, and the 
contract may be renewed for further periods of 180 days. 
The Central Bank will charge 1.5 per cent commission 
on these transactions and on any subsequent renewals. 

The Central Bank guarantees to reverse the trans- 
action at the end of one or more periods by reselling 
the exchange to the other party to the contract at the 
same rate as for the original purchase; the other party 
will, however, also have the option of using the exchange 
to meet any obligation which he may have to surrender 
the exchange proceeds of exports. Alternatively, the 
transaction may be completed by the payment by the 
Central Bank of the difference between the rate applied 
in the original contract and the rate in the controlled 
free market at the time of the completion of the trans- 
action. 


The guarani countervalue of these transactions may be 
invested in manufacturing or export industries. The 
investment income thus earned may be remitted abroad, 
without limitations, through the free market (the Central 
Bank does not undertake to supply exchange for this 
purpose). 

The authorization of these transactions is intended 
(1) to induce an inflow of foreign funds into Paraguay, 
(2) to encourage the conversion of exchange held abroad 
by Paraguayan residents into guaranies which may be 
used as working capital, and (3) to facilitate the opera- 
tion of local firms with foreign connections which may be 
willing to finance the local firms if there is a guaranty 
of stable exchange rates and the right to withdraw funds 
and income remittances. 


Source: El Pais, Asuncién, Paraguay, March 14, 1953. 
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